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Resource  Planning -- Procurement Workshop

In terest  encourages  Commiss ion  s ta ff  to  deve lop  in  the ir  report  a

draft procurement protocol for comment and submission to  Commissioners.

Inte re s t Ene rgy Allia nce  (Inte re s t) is  a  tra de  a s socia tion tha t supports  s ta te -le ve l

public policies  tha t ha rness  the  West's  abundant -and inexhaustible - renewable  energy

and ene rgy e fficiency re sources . Inte res t has  pa rticipa ted in the  Procurement

Workshops  mee tings  he ld by ACC s ta ff and offe rs  the  following comments  for s ta ff

cons ide ra tion.

In te re s t  re c o m m e n d s  th a t  a n y a d o p te d

procurement policy or regulation should be a component piece of a  larger resource

planning process.

The  s ta te 's  regula ted utilitie s  face  the  cha llenge  of mee ting high load growth and an

expanded need for transmission a t the  same time as  investment in traditional resources is

becoming ques tionable . Emerging ca rbon policie s  will ra ise  the  cos t of or may e ffective ly

prohibit the  building of ne w pulve rize d coa l ge ne ra tion. Na tura l ga s  supply from vola tile

world regions  and price  vola tility issues  make  na tura l gas  genera tion a  more  costly

inves tment going forward. P lanning for the  s ta te 's  future  energy resources  to mee t load

growth should not happen in a  vacuum. Arizona  is  the  only s ta te  in the  West without a

resource  planning process  where  a  public process  is  he ld to eva lua te  utility plants  for near

and long-te rm resource  acquis ition.

Inte re s t be lieves  tha t e s tablishing a  we ll de fined, s imple , expedient, fa ir, s tanda rdized

compe titive  procurement process  will he lp Arizona 's  regula ted utilitie s  procure  some  of
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necessary energy resources . While  energy resources  can be  obta ined by se lf-building or

through bi-la te ra l a gre e me nts in  th e  n e a r te rm  re n e wa b le  e n e rg y re s o u rc e s  a re  b e s t

p ro c u re d  th ro u g h  a  c o m p e tit ive  Re q u e s t fo r P ro p o s a l (RFP ) p ro c e s s .

Inte re s t continue s  to a dvoca te  for the  us e  of a n inde pe nde nt m onitor in the  procure m e nt

of re ne wa ble  e ne rgy re s ource s  until s uch time  a s  Arizona ' utilitie s  de mons tra te  s uffic ie nt

knowle dge  of a nd e xpe rie nce  with re ne wa ble  e ne rgy re s ource s . In the  procure me nt

me e tings  s ignifica nt dis cus s ions  we re  he ld on the  type  of third pa rty fa cilita tor tha t wa s

ne ce s s a ry to e ns ure  a  fa ir proce s s  while  not be ing too burde ns ome  or cos tly to the  utility.

Inte re s t wa s  in ge ne ra l a gre e m e nt with the  pa rtie s  pre s e nt a nd s upports :

The  Commis s ion e s ta blis hing a n e nforce a ble  protocol for re s ource

procure m e nt a nd guide line s  for the  us e  of a n Inde pe nde nt Monitor (Monitor)

for a ll a ffe cte d utilitie s ,

•

A Monitor tha t is  involved in each s tage  of the  RFP process  including RFP

deve lopment, review of the  utility financia l eva lua tions , bidde r review process

and negotia tion and contracting.

A more  expensive  "Independent Eva lua tor" tha t pe rforms a  separa te  financia l

analysis  is  not necessary a t this  time.

The  Monitor is  chosen by the  ACC from a  lis t of companies  provided by the

bidding utility.

The  Monitor reports  to the  ACC on a  regula r basis  throughout the  process

providing recommenda tions  for changes  or modifica tions  during the  process .

This  diffe rs  from current practice  of providing an audit report a t the

conclusion of the  RFP process.

The  Monitor is  involved in the  se tting of the  "re fe rence  price" or benchmark

from which renewable  energy genera tion source  are  judged.

The  Monitor is  pa id for by the  bidding utility. Those  funds  a re  re cove ra ble  in

a  time ly ma nne r from ra te pa ye rs . Inte re s t doe s  not support modifica tion of

the  PSA to include  such costs .
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• A Monitor should be  used in a ll ca se s  whe re  a  utility or its  a ffilia te s  bids  into

an RFP.

In te re s t only s upports  exc lus ions  of purchas es  from a  compe titive  procurement

proces s  if the  res ources  are  part of an approved res ource  plan. As  an example ,

genera tion needed under an emergency scenario or short te rm power purchases would

only be  exempt from competitive  procurement if those  types  of resources  a re  included in

a  re source  plan. S ta ted anothe r way, the  utility's  re source  plan would dicta te  which

resources should be  procurement and the  method of procurement.

Inte res t be lieves  tha t a  we ll des igned expedient resource  planning process  is  necessa ry

to ass is t the  utilitie s  in choosing the  proper mix of re sources  to mee t future  load growth.

Establishing an effective  procurement process , as  part of a  resource  planning process ,

will bene fit ra tepaye rs  by increas ing compe tition among re sources  and providing utilitie s

with the  la rgest possible  number of resource  choices .

Inte re s t supports  the  conce pt of rolling the  work from the  P rocure me nt Workshops  a nd

any dra ft procurement protocol into the  la rger Resource  Planning Workshop process .

However, the  Resource  Planning Workshop process does not have an established or

regula tory end date  as the  Procurement Workshop series did. We encourage the

Commission to se t a  timeline  for deve lopment of the  resource  planning and procurement

processes.

Respectfully submitted,

WE 444414</

Amanda  Ormond

Southwest Representa tive
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